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How to Use This Guide

This guide helps municipal finance staff establish and maintain a reliable records management system.
Proper documentation and retention practices are not optional — they are required by federal grant
regulations, Alaska statutes, and professional auditing standards. More practically, they are what allow
your city to answer auditor questions quickly, defend expenditures when challenged, and survive staff
turnover without losing institutional knowledge.

This guide covers:
e Whatrecords to keep and for how long
* Federal, state, and audit-driven retention requirements
* How to organize physical and electronic files
* Naming conventions and folder structures
e  When and how records may be destroyed
e Common audit findings related to records management

Regulatory Framework — Records Retention

2 CFRPart200.334 — Federal grant records must be retained for 3 years after submission of the final expenditure
report (or longer if audit, litigation, or claim is pending).

Alaska AS 40.21 (State Records Management) — Establishes requirements for retention of public records by state
and local government entities.

Alaska AS 29.20.380 — Municipal records, including meeting minutes and financial documents, must be
maintained per statutory requirements.

AICPA AU-C Section 230— Auditors rely on documentation as the primary form of audit evidence. If a record does
not exist, the underlying transaction may be questioned.

IRS Publication 583 — Federal tax records (including payroll) must be retained for at least 4 years after the tax
becomes due or is paid.

The Core Principle of Records Retention

If you cannot produce adocument, the auditor must treat the underlying transaction as unsupported.
Unsupported expenditures can be questioned, disallowed, or required to be repaid — especially for grant-funded
costs.
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Section 1: Records Retention Schedule

How to Read This Schedule

Theretention period is the minimum time a record must be kept. Many records should be kept longer than
the minimum — especially records related to federal grants, capital assets, and legal agreements. When
multiple retention requirements apply (e.g., federal and state), always follow the longest period.

Financial Records

Record Type Description Minimum Regulatory Basis

Retention

General Ledger Complete record of all Permanent GASB 34/ Best Never destroy. This isthe
financial transactions by Practice permanent financialrecord of
account the municipality.

Trial Balance Summary of all account 7 years Best Practice Keep year-end trial balances
balances at a pointin time permanently.

Balance Sheet / Financial position atyear- = Permanent GASB 34 Permanent record of municipal

Statement of Net end financial condition.

Position

Revenue and Detail ofincome and 7 years Best Practice Year-end versions kept

Expenditure spending by period permanently.

Reports

Journal Entries Adjusting, closing, and 7 years GASB 34 Retain supporting calculations
correctingentries and approvals with each entry.

Chart of Accounts List of allaccount Permanent Best Practice Retain each version when
numbers and nhames changes are made.

QuickBooks Complete system backup 7 years Best Practice Keep year-end backups

Backup Files permanently. Test annually to

confirm readability.

Bank and Cash Records

Record Type Description Minimum Regulatory Basis

Retention
Bank Statements Monthly statements for all = 7 years Best Practice / IRS Auditors may request 2+ years of
accounts statements.
Bank Monthly reconciliation 7 years AICPA AU-C 330 Retain signed/initialed copies
Reconciliations reports and supporting with bank statements.
detail
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Record Type

Canceled Checks /
Check Images

Deposit Slips

Voided Check
Records

Petty Cash Logs
and Receipts

Payroll Records

Record Type

Description

Record of checks cleared
through the bank

Record of deposits made
to bank accounts

Documentation of voided
checks and reason

Record of petty cash
disbursements and
replenishments

Description

SNAPP ¢ ASCF

Minimum
Retention

Regulatory Basis

7 years Best Practice / IRS Retain or confirm your bank
retainsimages for 7 years.

7 years Best Practice Match to QuickBooks deposit
entries.

7 years Best Practice Keep voided checkin numerical
sequence with notation.

7 years Best Practice Retain all supporting receipts.

Minimum
Retention

Regulatory Basis

Payroll Registers /
Summaries

Employee W-4
Forms

IRS Forms 941
(Quarterly)

W-2 Forms
(Employer Copies)

Employee I-9 Forms

Timesheets

PERS/TERS
Contribution
Records

Employment
Contracts /Salary
Schedules

Detail of all wages paid by
period

Federal tax withholding
elections

Quarterly federal payroll
taxreturns

Annual wage and tax
statements

Employment eligibility
verification

Employee time records

Alaska retirement system
remittance
documentation

Authorized pay rates and
terms

IRS Pub. 15/FLSA Retain per-period and annual

summary reports.

7 years

4years aftertax | IRSPub. 15 Retain superseded W-4s for the

due required period.

4 years aftertax | IRSPub. 15 Retain all four quarterseach

due year with proof of filing.

4years aftertax | IRSPub. 15 Retain copies filed with SSA and

due provided to employees.

3years after hire | 8 CFR 274a.2 Must be retained even after

or 1 year after employee separates.

termination

(whicheveris

later)

7 years FLSA /Best Signed by employee and
Practice supervisor. Required for

overtime verification.
7 years AS 39.35 Reconcile to QuickBooks payroll

each quarter.

Retain council resolution
authorizing each schedule.

Duration+7 Best Practice

years
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Grant Records

Minimum

Regulatory Basis

Record Type Description

Retention

Grant Agreements
(Signed)

Grant Amendments

Drawdown /
Reimbursement
Requests

Financial Status
Reports (FSRs)

Performance /
Progress Reports

Grant
Correspondence

Vendor Invoices
Charged to Grants

Grant Closeout
Documentation

Fully executed award
document

Modifications to award,
budget, or period of
performance

Requests for payment
submitted to grantor

Periodic financial reports
to grantor

Narrative reports on grant
activities

Letters, emails, and
communications with
grantor

Supporting
documentation for grant
expenditures

Finalreports,
certifications, and
closeout letters

Governance and Legal Records

Record Type

Council Meeting
Minutes

Adopted Budget
Resolutions

Budget Amendment
Resolutions

Ordinances

Contracts and
Agreements

Insurance Policies

Description

Official record of
governing body actions

Annual appropriation
authority

Mid-year changes to
appropriations

Legislative enactments by
the governing body

Executed contracts,
MOUs, leases

Liability, property, and
workers compensation
coverage
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3years after 2 CFR 200.334
final FFR + grant

period

Same as grant 2 CFR 200.334

agreement

Same as grant 2 CFR 200.334

agreement

Same as grant 2 CFR 200.334

agreement

Same as grant 2 CFR 200.334

agreement

Same as grant 2 CFR200.334

agreement

Same as grant 2 CFR200.334

agreement

3years after 2 CFR200.334

closeout

Minimum Regulatory Basis
Retention

Permanent AS29.20.380
Permanent AS29.35.130
Permanent AS29.35.130
Permanent AS29.25

Best Practice /
Statute of
limitations

Duration +7
years

Duration+7 Best Practice

years

Keep originals. If litigation or
audit is pending, retain until
resolved.

File with original agreement.

Retain all supporting invoices
and calculations.

Retain copies as submitted with
backup documentation.

File with grant correspondence.

Retain all approval letters and
budget modification requests.

Must link each invoice to the
specific grant charge in
QuickBooks.

Clock starts after final report is
accepted by grantor.

Never destroy. Minutes are the
legal record of municipal
decisions.

Retain with all supporting
schedules.

File with adopted budget for the
fiscal year.

Include allamendments.

Retain through the statute of
limitations period.

Retain occurrence-based
policies permanently — claims
can arise years later.
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Record Type

Audit Reports

Corrective Action
Plans

Procurement and Vendor Records

Record Type

Vendor Invoices
(Non-Grant)

Purchase Orders
Vendor W-9 Forms
1099 Forms (Filed

Copies)

Bid Documents

Description

Annual financial audit and
management letters

Responses to audit
findings

Description

Originalinvoices
supporting all payments

Authorization documents
for purchases

Taxpayer identification for
1099 reporting

Annual information
returns for contractors

Competitive procurement
records

Capital Asset Records

Record Type

Fixed Asset
Schedule

Purchase
Documentation for
Assets

Disposal / Surplus
Records

Vehicle Titles and
Registrations

Property Deeds and
Land Records

Description

Listing of all capital
assets, costs, and
depreciation

Invoices, contracts, and
approvals for asset
acquisitions

Documentation of asset
disposition

Ownership
documentation for
municipal vehicles

Ownership
documentation for real
property

Minimum
Retention

Permanent

Permanent

Minimum
Retention

7 years

7 years

4 years after last
1099 issued

4 years after
filing

7 years after
contract
completion

Minimum
Retention

Permanent

Life of asset +7
years

7 years after
disposal

Life of asset +3
years

Permanent

Regulatory Basis

Best Practice

AICPA AU-C 265

Regulatory Basis

Best Practice / IRS

Best Practice

IRS

IRS

Best Practice /2
CFR 200.318

Regulatory Basis

GASB 34

GASB 34

Best Practice

Best Practice

AS 29.45

SNAPP ¢ ASCF

Coreinstitutional record. Never
destroy.

Retain with the audit report they
respond to.

Originalinvoice required for
every disbursement.

Retain with corresponding
invoice and payment record.

Required for all contractors paid
$600+in ayear.

Retain with W-9 and payment
records.

Federal grants require
documented competitive
procurement.

Update annually. Required for
financial statements.

Retain through the entire useful
life of the asset.

Include council authorization for
disposal ifrequired by policy.

Transfer title documentation
when vehicles are sold or
surplused.

Never destroy. Store originals in
a secure, fireproof location.
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Section 2: File Organization System

Principles of Municipal Records Organization

A well-organized filing system serves three purposes: it allows any staff member to locate a document
quickly, it demonstrates to auditors that your city maintains orderly records, and it survives staff
transitions without loss of institutional knowledge.

m What It Means Why It Matters

Consistent structure Use the samefolder hierarchyforevery fiscalyear = Anyone can find records from anyyear

using the same path

Onerecord, one Every document lives in exactly onefolder—no Eliminates confusion about which

location duplicates scattered across locations version is current

Fiscalyear Primary records are organized by fiscalyear, then | Aligns with how auditors request and

organization by category review records

Labeled and dated Every file has a clear name thatincludes thedate | Enables quick verification that all periods
or period it covers are present

Backed up and Electronicrecords are backed up; physical Prevents total loss from fire, flood,

protected records are stored securely hardware failure, or theft

Recommended Folder Structure — Electronic Files

Createthisfolder structure onyour city's shared drive or secure cloud storage. Replicate it for each fiscal

year.

Folder Path

FY[Year]>01 Bank Reconciliations
> [Account Name] > [Month]

FY[Year] > 02 Payroll

FY[Year] > 03 Grant Files > [Grant
Name]

FY[Year] > 04 Accounts Payable
FY[Year]>05 Accounts Receivable
FY[Year] > 06 Financial Reports

FY[Year] > 07 Supporting
Schedules

Bank statement + reconciliation summary + detail + signed review for each
month

Payroll summaries, 941 returns, PERS remittances, W-2s, timesheets

Award documents, amendments, drawdowns, FSRs, invoices,
correspondence

AP Aging reports, significant vendor invoices, 1099 records
AR Aging reports, billing records, collection documentation
Trial Balance, Balance Sheet, P&L, General Ledger (year-end)

Fixed asset schedule, debt schedule, prepaid schedules
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FY[Year] > 08 Council Records Meeting minutes, adopted budget, amendments, salary schedule,
resolutions

FY[Year]> 09 Prior Audit Findings @ Prior audit report, management letter, corrective action plan

FY[Year] > 10 Contracts Executed contracts, MOUs, agreements active during the year
FY[Year] > 11 Year-End Journal Journal entry listing, supporting calculations, approvals
Entries

FY[Year]>12 QuickBooks Backups @ Year-end backup file, pre-adjustment backup, post-audit backup

Physical File Organization

If your city maintains physical paper files in addition to electronic copies, mirror the electronic folder
structure using labeled binders or filing cabinet sections. Key practices:

* Use one binder or section per folder number (01 through 12)

e |Label each binder spine with the fiscal year and folder number/name

e Use tabbed dividers for monthly records within binders (e.g., bank reconciliations by month)

® Store current-year binders in an accessible location; move prior years to secure archival storage annually
* Never store the only copy of a critical record in an unsecured or flood/fire-prone location
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Section 3: File Naming Conventions

Consistent file naming allows anyone —including your auditor, your successor, and your SNAPP advisor —
to locate any document immediately. Adopt one convention and apply it to every file your office creates or
saves.

Recommended Naming Format
YYYY-MM_DocumentType_Details.ext

The date comes first so that files sort chronologically in any folder view.

Naming Convention Examples by Record Type

Bank statement 2024-07_BankStatement_Checking.pdf July 2024, bank statement,
checking account

Reconciliation summary @ 2024-07_ReconSummary_Checking.pdf July 2024, reconciliation
summary, checking

Reconciliation detail 2024-07_ReconDetail_Checking.pdf July 2024, reconciliation detail,
checking

Payroll summary 2024-07_PayrollSummary.pdf July 2024 payroll summaryreport

IRS Form 941 2024_941_Q2.pdf Calendar year 2024, 941 return,
second quarter

Grantdrawdownrequest = 2024-08_Drawdown_HUDGrant.pdf August 2024, drawdown request,
HUD grant

Council meeting 2024-07-15_CouncilMinutes.pdf Meeting date July 15, 2024

minutes

Vendorinvoice 2024-07-22_Invoice_AlaskaPower_2847.pdf Invoice date, vendor name,

invoice number

Budget amendment 2024_BudgetAmendment_Res2024-08.pdf Fiscal year, resolution number

resolution

QuickBooks backup 2024-06-30_QBBackup_YearEnd.gbb Fiscal year-end date, backup
type

Audit report FY2024_AuditReport_Final.pdf Fiscal year, document type,
version
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Naming Rules

e Always lead with the date (YYYY-MM or YYYY-MM-DD) so files sort chronologically

e Use underscores (_) between elements — not spaces, dashes, or special characters
e Keep names descriptive but concise — aim for under 60 characters

* Use consistent abbreviations: Recon, Stmt, Summ, Q1/Q2/Q3/Q4

* Include the account name or grant name when multiple exist

* Always include the file extension (.pdf, .xlsx, .qbb)

* Neveruseversion numbers like v1, v2 unless the file genuinely has multiple versions — use 'Draft' and 'Final’
instead
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Section 4: Electronic Records Management and Backup

Protecting Electronic Records

Electronic records are vulnerable to hardware failure, accidental deletion, ransomware, and natural
disasters. A single computer failure can destroy years of financial records if no backup exists. Implement
the following safeguards:

Safeguard How to Implement

Regular QuickBooks backups | Create a backup atleast monthly. Create additionalbackups before any major
change (year-end close, adjusting entries, system updates). Name and date
each backup clearly.

Off-site backup storage Store at least one copy of your backup in a location physically separate from
your office — a secure cloud service (e.g., Google Drive, Dropbox, OneDrive) or
a USB drive kept in a bank safe deposit box.

Test backups periodically At least once per year, open a backup file to confirm it is readable and
complete. A backup that cannot be restored is not a backup.

Protect access to financial Restrict access to financial records folders to authorized finance staff. Use

files password protection on sensitive files. Set a QuickBooks closing date
password.

Email records preservation Financial correspondence sent or received by email should be saved as PDF

and filed in the appropriate folder — not left only in the email inbox.

Avoid single-device storage Never store the only copy of financialrecords on one computer, one USB drive,
or one person's desktop. Use shared network drives or cloud storage.

QuickBooks Backup Schedule

Monthly operational backup After completing monthly bank Shared drive + off-site cloud or USB
reconciliations

Pre-adjustmentbackup Before entering year-end journal entries Shared drive + off-site cloud or USB

Year-end backup After all year-end entries are complete and Shared drive + off-site cloud or USB +
reports arefinal permanent archive

Post-audit backup After auditor's adjusting entries are posted Shared drive + off-site cloud or USB +

permanent archive

Pre-conversion backup Before any system migration or QuickBooks | Shared drive + off-site cloud or USB +
version upgrade permanent archive
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Permanent Archive Backups
Year-end and post-audit backups should be treated as permanentrecords. Labelthem clearly, storethemin at
least two separate physical locations, and test them annually. These backups are your last line of defense if

currentrecords are lost or corrupted.
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Section 5: Records Destruction Procedures

When Records May Be Destroyed

Records may only be destroyed after they have met the minimum retention period AND there are no
pending audits, investigations, litigation, or claims that require the records to be preserved. When in
doubt, do not destroy.

Destruction Hold Requirements

If your municipality is under audit or has been notified of a pending audit, do NOT destroy any records until the
audit is complete and the report is issued.

If your municipality isinvolved in any litigation, insurance claim, or federal/state investigation, retain all records
that could be relevant until the matter is fully resolved.

If a grantis underreview, has unresolved findings, or has notyet received final closeout from the grantor, retain all
grant records regardless of age.

2 CFR 200.334 specifically states: 'lf any litigation, claim, or audit is started before the expiration of the 3-year
period, the records must be retained until all litigation, claims, or audit findings have been resolved.'

Destruction Process

1. Review the retention schedule (Section 1) to confirm the record has met the minimum retention period.
2. Confirm there are no pending audits, litigation, claims, or investigations requiring preservation.

3. Prepare a Records Destruction Loglisting every record type, date range, and retention period that has been
met.

4. Obtain written approval from the city administrator, mayor, or governing body before destruction (per your
city's records policy).

5. Destroyrecords securely: shred paperdocuments containing financial or personalinformation. Permanently
delete and overwrite electronic files.

6. Retainthe Records Destruction Log permanently as evidence of what was destroyed, when, by whom, and
under whose authorization.

Records That Must Never Be Destroyed

[ pomanontocorss —Novrbosroy |
Council meeting minutes (all years)

Adopted budget resolutions and ordinances (all years)

Audit reports and management letters (all years)

O o|o| O

General Ledger (all years)
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Permanent Records — Never Destroy

Property deeds and land records
Fixed asset schedules (retain historical versions)

Year-end Balance Sheets / Statements of Net Position

Oojo|o|d

Chart of Accounts (retain each version when changes are made)
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Section 6: Protecting Records During Staff Transitions

Why Staff Turnover Is a Records Risk

In small municipalities, financial records knowledge often resides with a single staff member. When that
person leaves — whether planned or unplanned — critical information about where records are stored,
how systems areorganized, and which accounts have special procedures can be lost immediately. This is
one of the most common root causes of audit findings in small Alaska cities.

Transition Safeguards

Safeguard How to Implement

Documented file map

QuickBooks access
documentation

Cross-training

Departure checklist

Annual records walkthrough

Maintain a one-page written document describing where every type of financial
record is stored — physicallocation, network path, and cloud location. Update
it annually.

Record the QuickBooks administrator login, closing date password, and bank
feed credentialsin a sealed envelope stored in a secure location accessible to
the mayor or city administrator.

If your city has more than one staff member, ensure at least one other person
understands the basic filing system and can locate key records.

When a finance staff member gives notice, immediately secure: all passwords,
access credentials, pending reconciliation status, location of in-progress work,
and status of any open audits or grant reports.

Once peryear, walk a supervisor or council member through the physical and
electronic filing system so someone other than finance staff understands
where records are kept.

Staff Transition Preparedness Checklist

oo o o oo

Written file map exists describing the location of all financial records

QuickBooks credentials stored securely and accessible to authorized backup person
At least one other staff member or official understands the basic filing system
Departure checklist prepared and ready to use if finance staff transitions

Annual records walkthrough completed with supervisor or governing body member
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Section 7: Common Audit Findings Related to Records Management

Records management failures are the underlying cause of many audit findings — even findings that appear
to be about financial reporting orinternal controls. If the record does not exist, the auditor cannotverify the
transaction.

T S N

Unsupported Originalvendorinvoices Require originalinvoice before HIGH
expenditures missing or neverobtained = payment. Scan immediately. Filein
vendoror grant folder.
Incomplete bank Reconciliation reportsnot | Printand filethe complete HIGH
reconciliation files printed or bank reconciliation package every month.
statements notretained See Volume 03 (Bank Reconciliation
Guide).
Missing grant Grantfilesincomplete — Create a grant file at the time of HIGH
documentation missing agreements, award. Usethe grant checklist from
drawdown backup, or Volume 01, Section 4.
correspondence
Missing council meeting = Minutes nottaken, not Assign responsibility for minutes. File MEDIUM
minutes signed, or not filed signed copies monthly. Permanent
retention — never destroy.
No budget amendment Budget was amended Every budget amendment requires a MEDIUM
onfile verbally butno resolution | councilresolution. Filetheresolution
was passed or filed inthe Council Records folder.
Payroll records Missing timesheets, Maintain acomplete personnelfilefor | MEDIUM
incomplete unsigned W-4s,0orno each employee. Reconcile payroll
salary schedule on file quarterly.
Records destroyed Records disposed of Follow Section 5destruction MEDIUM
prematurely beforetheretention procedures. When in doubt,do not
period expired destroy.
No backup of System failure with no Back up monthly + before every major MEDIUM

QuickBooks file

recent backup available

change. Store off-site. Test annually.
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Master Records Management Checklist

Usethis checklist annually— at the beginning of each fiscal year — to confirm your records management
system is in place and functioning.

System and Structure

L spmamanssmere
Electronic folder structure created for the new fiscal year (replicated from prior year template)

Physical filing system labeled and organized for the new fiscal year

Written file map updated to reflect any changes in storage locations or systems

Prior year's records moved to archival storage (electronic and physical)

oo o oo

Retention schedule reviewed — records eligible for destruction identified (but not yet destroyed)

Backup and Security

Year-end QuickBooks backup created and stored off-site

Post-audit QuickBooks backup created and stored off-site

Backup test completed — backup file opened and verified readable
QuickBooks closing date password set for the completed fiscal year

Financial records folder access restricted to authorized staff

N B O B (O O

QuickBooks administrator credentials stored securely with backup access person

Completeness Check

12 months of bank reconciliation packages on file for every account

All quarterly 941 returns on file with proof of timely filing

All grant files complete: agreement, amendments, drawdowns, FSRs, invoices

Council meeting minutes on file for every meeting during the fiscal year

o o o o o

Adopted budget resolution and all amendment resolutions on file
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Completeness Check

Ll Vendor invoices on file for all significant disbursements
Fixed asset schedule updated with current-year additions and disposals

Audit report and management letter on file (when received)

Staff Continuity

Staff Continuity
O

At least one person besides primary finance staff knows the filing system
Departure checklist prepared and accessible

Annual records walkthrough completed with supervisor or governing body member

Arctic Slope Community Foundation | SNAPP Program | Page 18 of 20



Documentation Retention and Financial Records Guide SNAPP ¢ ASCF

Quick Reference: Retention Periods at a Glance

Record Category Key Regulatory Basis

General Ledger Permanent GASB 34

Council Minutes Permanent AS 29.20.380
Audit Reports Permanent Best Practice
Budget Resolutions Permanent AS 29.35.130
Property Deeds Permanent AS 29.45

Fixed Asset Schedule Permanent GASB 34

Bank Reconciliations 7 years AICPA /Best Practice
Bank Statements 7 years Best Practice / IRS
VendorInvoices 7 years Best Practice / IRS
Payroll Registers 7 years IRS Pub. 15/ FLSA
Contracts Duration +7 years Best Practice
QuickBooks Backups 7 years (year-end: permanent) Best Practice

IRS Forms 941 / W-2 4 years aftertax due IRS Pub. 15
Employee I-9 Forms 3 yrs after hire or 1yr after termination = 8 CFR 274a.2
GrantRecords 3 years after final FFR 2 CFR 200.334
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Disclaimer

This guide is published by the Arctic Slope Community Foundation as part of the Success for Nonprofit
Audit Preparation Program (SNAPP) Modified Virtual Support Program. It provides operational guidance for
municipal records management and retention practices.

SNAPP provides advisory and technical assistance only. This document does not constitute legal,
accounting, or audit advice. Participating municipalities remain solely responsible for:

* Establishing and maintaining records retention policies

e Compliance with all applicable federal, state, and local records requirements
* Decisions regarding records preservation and destruction

* Protection and security of all municipal financial records

The retention periods in this guide represent minimum recommended durations based on the regulatory
references cited. Municipalities should consult with their auditor, legal counsel, or the Alaska Municipal
League for guidance on specific retention questions or when multiple requirements may apply.

Version 1.1 — Enhanced Edition | Arctic Slope Community Foundation | SNAPP Program
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